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Thank you Representative Haines and members of the Health Policy Committee for the
opportunity to speak with you today regarding the swing bed issue.

My name is Jana Broughton, I serve on the Board of Directors for the Health Care Association of
Michigan. I am also Administrator at MediLodge of Howell — part of the MediLodge Group
which has 15 facilities throughout Michigan. HCAM is a statewide association representing
proprietary, not for profit, county medical care and hospital-based nursing and rehabilitation
facilities. There over 400 nursing facilities in Michigan employing 50,000 dedicated workers.

Today’s nursing facilities are the most widely used post-acute care setting for Medicare
beneficiaries. Michigan nursing facilities provided rehabilitative care to more than 60,000
individuals last year, improving their level of functioning and enabling them to return home.

By definition, a swing bed is intended for patients who no longer need acute hospital care. In
order to monitor the use of swing beds, the State of Michigan placed requirements in the Public
Health Code that limited swing bed usage. A hospital may not hold an individual in a swing bed
more than 5 days after an available nursing facility bed is identified. Michigan law also limits
the number of swing bed days per year to 1,825 per participating hospital and caps the number
of swing beds in any hospital to a maximum of 10.

The bills before you today will repeal these important state limits which help ensure that
patients receive the most appropriate and cost effective level of care. If these bills pass, several
negative results will occur:

1. More swing beds. The state limit of 10 swing beds per participating hospital will be
repealed. The federal Medicare limit is 25 swing beds for critical access hospitals.
There will be no limits on the number of swing beds in rural hospitals. Repealing the
state law would more than double the number of available swing beds.

2. More days of care. More important than the number of available beds is the number
of days of care. By expanding the number of beds and eliminating the 5 day limit, we
should expect a dramatic increase in the number of days of swing bed care.

3. Higher cost. 23 of the 31 hospitals approved for swing beds are critical access
hospitals and are reimbursed at 101% of their actual cost. The rate Medicare pays for
a day in a critical access hospital swing bed is more than $1,100 per day higher than
the rate it pays in a nursing facility. The Medicare reimbursement limit on inpatient
stays is 100 days. By removing the 5 day limit in state statute, the new limit for a
swing bed stay will become the Medicare 100 day limit. Doubling the number of
swing beds and removing the 5 day limit, at $1,100 added cost per day, will result in
tens of millions of dollars in increased health care costs directly related to swing bed
use.

4. Deregulation. Some have called this package of bills deregulation. Deregulation that
increases costs is not desirable, especially in an era of rapidly escalating health care
costs. At least six other states have eliminated their swing bed program

altogether. This would be a better way to deregulate.




5. Choice. Some have characterized this as an issue of patient choice. There are more
than 70 nursing facilities in close proximity to the 31 hospitals authorized for swing
beds. These facilities are within an average of 7 miles of the hospital. In the vast
majority of cases, patient choice and distance of travel should not be an issue in
finding an appropriate nursing facility for post acute care.

6. Is Michigan alone? Is Michigan the only state that places restrictions on the use of
swing beds? No. At least 10 states have restrictions that place limits on length of
stay, the number of swing beds allowed, and the nursing facility standards that apply
to swing beds. Some states require that in order to use a swing bed, a hospital must
establish that no nursing facility bed is available in their area. At least six states have
no swing bed program whatsoever.

This unprecedented and unnecessary increase in swing beds will drive up health care costs. It
will negatively impact nursing facilities that have available beds of high quality at lower cost.

While most hospitals have honored the intent and letter of the swing bed law, some have not. In
2007, the Michigan Department of Community Health cited and fined Schoolcraft Memorial
Hospital (SMH) for retaining patients in swing beds for more than the 5 day limit even though
beds were available for them in the adjoining Schoolcraft County Medical Care Facility
(SCMCF). The county medical care facility had complained to hospital management for years
that they were in violation of the 5 day rule. The hospital repeatedly failed to comply. SMH
initiated a federal law suit against the Department of Community Health claiming that Medicare
regulations preempted Michigan’s 5 day rule. Federal Judge Robert Yonker ruled against the
hospital. The ruling states the following:

“There is no direct conflict between the laws. In fact, hospitals other than
SMH represent that they are able to comply with both. The record in this action
suggests that SMH is endeavoring to contrive an irreconcilable conflict so that it
can (1) continue to enjoy the considerable revenue stream that it has received
from using swing beds in violation of the five-day rule and (2) then use that
revenue stream to finance a new hospital construction project even though there
are long term care beds available at much lower average cost to the taxpayer in
the immediately adjacent and physically connected SCMCF.”

The hospital swing bed program was launched 30 years ago in response to a health care
environment that contained fewer post acute care options for Medicare beneficiaries. Today,
nursing facilities are the largest post acute care provider in today’s health care marketplace.
Given the availability of nursing facility beds, there is no reason to repeal the current state
requirements that place limits on swing bed use.

By definition, a swing bed is for patients who no longer need acute hospital care. To assure for
adequate patient protection, it is essential for hospitals to fully access and appropriately plan for
discharge for any post acute care setting. For those ready for discharge from the hospital, there
is an ample supply of post acute care beds throughout the state. The limits placed on the use of
swing beds by Michigan law are appropriate and should be retained. Repeal of the current
swing bed limits, a liberalization of public policy, will increase the cost of post acute care. We
respectfully request that you not support these bills.

Thank you for this opportunity to testify this morning.
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